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UNCLAS BRUSSELS 0115 

PASS TREASURY AND FEDERAL RESERVE 

E.O. 11652:N/A 
TAGS:EFIN,BE 

SUBJECT: BELGIAN NATIONAL BANK LOWERS MAIN DISCOUNT RATE 
REF: 76 BRUSSELS 12747 

l.THE BELGIAN NATIONAL BANK (BNB)ANNOUNCED LATE JANUARY 5 
THAT IT IS REDUCING ITS CENTRAL DISCOUNT RATE FROM NINE TO 
EIGHT PERCENT.THIS IS THE FIRST SHIFT IN THE DISCOUNT RATE 
SINCE IT WAS LAST INCREASED AUGUST 13, 1976 DURING LAST SUMMER'S 
BOUT OF INSTABILITY ON FOREX MARKETS. 
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2 .AT THE SAME TIME,THE BNB IS ALSO LOWERING ITS ADVANCE RATE 

ON CURRENT ACCOUNTS (FROM TEN TO EIGHT PERCENT),AS WELL AS 

CERTAIN SPECIAL RATES (FROM TEN OR TEN OND ONE-HALF 

PERCENT TO EIGHT AND ONE-HALF PERCENT).IT IS INCREASING 

ITS REDISCOUNT CEILINGS FOR INDIVIDUAL BANKS BY TEN 

PERCENT (ON TOP OF AN EARLIER TEN PERCENT INCREASE ANNOUNCED LAST 
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MONTH). 

3 .IN A COMMUNIQUE ANNOUNCING THESE DECISIONS.THE BNB 
SAYS THAT THEY WERE MADE POSSIBLE BY THE CONTINUING 
STRENGTH OF THE BELGIAN FRANC ON FOREX MARKETS.THE 
MOVE IS ALSO IN RECOGNITION OF THE CURRENTLY STAGNANT 
ECONOMIC SITUATION HERE.ACCORDING TO THE BANK, WHICH 
FURTHER EXPRESSES THE HOPE THAT IT WILL HAVE A 
SIGNIFICANTLY DEPRESSIVE EFFECT ON SHORT-TERM INTEREST 
RATES. 

4 .THE BNB'S ACTIONS WILL NO DOUBT BE 
WELCOMED BY THE BELGIAN BUSINESS AND FINANCIAL 
COMMUNITY.IT IS UNCLEAR HOW MUCH EFFECT THEY WILL 
HAVE ON SHORT-TERM RATES ,HOWEVER,GIVEN HEAVH GOVERNMENT 
MEDIUM-TERM BORROWING (BF 40 TO 50 BILLION)ON LOCAL 
MONEY MARKETS THIS MONTH.IN ADDITION, THE BNB REMAINS 
WARY OF LETTING SHORT-TERM RATES FALL TOO CLOSE TO THOSE 
IN WEST GERMANY; THE CURRENT DIFFERENTIAL IS A USEFUL 
MEANS OF ENCOURAGING BUSINESSMEN TO KEEP THEIR MONEY 
IN BF,RATHER THAN SPECULATING ON ANOTHER REVALUATION 
OF THE DM. 
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